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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

AT RI CHVOND, MARCH 3, 2003
COMMONVEALTH OF VIRA NI A, ex rel
STATE CORPORATI ON COW SSI ON
In the Matter of Devel oping CASE NO. PUE-2003- 00062

Consensus Recommendati ons on
St randed Costs

ORDER ESTABLI SHI NG PROCEEDI NG

By resol ution adopted on January 27, 2003, the Ceneral
Assenbl y's Legi sl ative Transition Task Force (LTTF)?! requested
the Virginia State Corporation Comm ssion ("Comm ssion") to
convene a work group conposed of representatives of the
Comm ssion Staff, the Ofice of the Attorney CGeneral, incunbent
electric utilities, suppliers, and retail custoners to devel op
consensus reconmmendations on stranded costs.? By July 1, 2003,
the Comm ssion will submt to the LTTF the work group's
consensus recomendati ons on:

(a) Definitions of "stranded costs" and
"just and reasonabl e net stranded costs."
(b) A methodol ogy to be applied in

cal cul ating each incunbent electric

utility's just and reasonabl e net stranded
costs, anounts recovered, or to be

! The LTTF was established by § 56-595 of the Code of Virginia “to work
col l aboratively with the Commission in conjunction with the phase-in of
retail competition,” and it is conprised of ten |egislators.

2 A copy of the LTTF s Resol ution provided by the staff of the LTTF to the
Conmmi ssion Staff is attached to this Order.


http://www.state.va.us/scc/contact.htm#General
http://dls.state.va.us/groups/elecutil/01_27_03/final1_8.htm

recovered, to offset such costs, and whet her
such recovery has resulted in or is likely
to result in the overrecovery or
underrecovery of just and reasonabl e net
stranded costs .

Request ed Actions paragraph 2, LTTF Resolution of Jan. 27, 2003
(hereinafter LTTF Resolution), at 1.

The Comm ssion is to report by Novenber 1, 2003, the work
group' s consensus recommendati ons on:

(a) The ampunt of each incunbent electric
utility's just and reasonabl e net stranded
costs.

(b) The anpbunt that each incunbent electric
utility has received, and is expected to
recei ve over the bal ance of the capped rate
period, to offset just and reasonabl e net
stranded costs from capped rates and from
W res charges.

Request ed Actions paragraph 3, LTTF Resolution at 1.

The LTTF al so directed the Conm ssion to:

Include in its reports to the Legislative
Transition Task Force any reconmendati ons
for legislative or admnistrative action
that the Comm ssion, the work group, or
both, determ ne to be appropriate in order
to address any overrecovery or underrecovery
of just and reasonabl e net stranded costs.
Request ed Actions paragraph 9, LTTF Resolution at 2.

The LTTF resol ution does not require the Comm ssion to
pronmul gate rul es governing any aspect of stranded costs or to
make any ruling or finding in either its judicial or |egislative
capacity. The Comm ssion will not enter a final order in this

proceeding. Wiile the Conm ssion wll docket this matter, our

Rul es of Practice and Procedure will not apply. Rather, we wll
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establish procedures in this Order guided by the LTTF' s
resol ution.

Qur first task is to convene a work group. Requested
Actions paragraph 1 of the LTTF Resolution, at 1, provides that
t he work group should consist of "such persons as the Conm ssion
deens appropriate to represent” various identified groups.

Wil e the resolution provides for Comm ssion oversight of the
representatives, we find that self-nomnation is appropriate for
formati on of the work group. Based on our experience in related
proceedi ngs involving retail conpetition, the Comm ssion is
confident that a variety of individuals representing the groups
listed in Requested Actions paragraph 1 will express an interest
in the work group. W are also confident that these persons
will work in good faith as requested by the LTTF i n Requested
Acti ons paragraph 7.

The Comm ssion will not limt the size of the work group or
requi re some proportional representation of the groups
identified in Requested Actions paragraph 1. |If, at any point,
it appears that incunbent electric utilities, suppliers, or
retail custonmers are not adequately represented, the Conm ssion
wWill use its best efforts to recruit additional persons to
assure representation of all interests. W wll establish

procedures for providing notice of the convening of the work

group.



The LTTF has identified one other issue, which the
Commi ssion will address. The Conm ssion nust determ ne whet her
the work group has access to necessary information, and we nust
al so take neasures to bar unauthorized discl osure of stranded
cost information provided by incumbent utilities.® Requested
Actions paragraphs 5, 6, LTTF Resolution at 1. As noted, the
LTTF has requested that all participants in the work group act
in good faith. The Conm ssion expects this good faith to extend
to the representatives' providing and using confidential
information. W w Il delegate to our O fice of General Counsel
responsi bility for developing, in consultation with the work
group, procedures for the request and di ssem nation of

information, including informati on deened confidential. These

3 The Conmission's Regul ati ons Governing the Functional Separation of
I ncunbent Electric Uilities Under the Virginia Electric Utility
Restructuring Act provide that:

If the Legislative Transition Task Force adopts a resol ution
requesting the comm ssion's assistance with nonitoring the
recovery of net stranded costs pursuant to 856-595 C of the Act,
then the followi ng information shall be provided to the

conmi ssion: (I) fair market val ue of each generation and

transm ssion asset functionally unbundled, transferred or sold to

athird party or affiliate and (ii) a list of all |ong-term power
contracts functionally unbundled, transferred or sold to a third
party or affiliate. Information furnished shall include the

I ength and antici pated expiration date of each contract, annua
cash paynents for power, and the narket val ue of each power
contract for each year of its remaining life.

20 VAC 5-202-40 B 6 c.

The LTTF Resol ution requests the Conmission to forma workgroup to
devel op consensus recomendati ons on the definition of stranded costs, a
net hodol ogy for their cal culation, calculation of these costs, and
cal cul ation of offsetting ambunts received for rates and wire charges. At
this time, the Conmission will not require the filing of the information
listed in our regulation. Rather, we will reassess the need for the
requested information after the work group submits its first report.
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procedures shall be considered at the work group's first
nmeeting. |f agreenent on procedures cannot be reached, the

O fice of General Counsel will request guidance fromthe

Comm ssion. W note again that our Rules of Practice and
Procedure do not apply in this proceeding, and representatives
in the work group are not parties.

By July 1, 2003, the Conmmi ssion must present to the LTTF a
report on either the work group's consensus on definitions and
met hodol ogy, Requested Actions paragraph 1, LTTF Resol ution
at 1, or, in the absence of consensus, a report on the
representative's recomendati ons on the definitions and
met hodol ogy and a Conmi ssion Staff anal ysis of these
recommendati ons. Requested Actions paragraph 8, LTTF Resol ution
at 2. The Conmmi ssion must report on these sane issues to the
LTTF s Subcommittee on Stranded Costs prior to subm ssion of the
report to the LTTF. Requested Actions paragraph 4, LTTF
Resol ution at 1.

To nmeet the LTTF s requirenents, the Comm ssion will
establish a schedule for work group activities. W wll set the
first neeting of the work group for April 1, 2003. The work
group will set additional neeting dates in April. A draft
report shall be submitted to the Comm ssion by May 30, 2003.

The Comm ssion will then submt a draft of the report to the

Stranded Cost Subcomm ttee by June 16, 2003.



To focus consideration on the issues, the Conm ssion

requests that prospective representatives and other interested

persons respond to any or all of the follow ng questions.

1

Define "stranded costs.” Include in the definition a
detailed listing of each stranded cost conponent. Is this
definition applicable to all electric utilities operating
in Virginia? |[|f not, to which utility or utilities does it
apply and why?

Define "just and reasonable net stranded costs."” Provide a
detail ed expl anation of how and why it differs from
"stranded costs."” |Is this definition applicable to al

electric utilities operating in Virginia? |If not, to which
utility or utilities does it apply and why?

Provi de a met hodol ogy for cal culating "just and
reasonabl e net stranded costs.” Be specific in
provi di ng the necessary steps, beginning with each
conmponent conprising gross stranded costs and each
conponent offsetting this anmount to reach a net
anmount .

Descri be how stranded costs are recovered. Provide a
met hodol ogy for cal cul ati ng such recovery. Describe
the recovery peri od.

Do the cal cul ati on and recovery net hodol ogi es described in
responses to questions 3 and 4 produce (or are they likely
to produce) over-recovery or under-recovery of just and
reasonabl e net stranded costs? How should such over- or
under-recovery be dealt wth?

Request ed Actions paragraph 1 of the LTTF Resol ution
requests that the work group devel op consensus
recommendati ons "consistent with the provisions of

the Act." Explain how that phrase guides or possibly
constrains the actions of the work group. Identify
each section of the Virginia Electric Uility
Restructuring Act, 88 56-576 to —-596 of the Code of
Virginia, pertinent to such gui dance or constraint.
Addi tionally, explain each such section's significance
in the context of definitions offered in response to
questions 1 and 2 as well as in the nethodol ogi es
proffered for cal culating and recovering just and
reasonabl e net stranded costs in response to questions
3 and 4.



7. Provi de copi es of any study or studies undertaken to

define and/or cal cul ate stranded costs for any

Virginia electric utility.
8. Provi de any additional comments on the issues raised

by Requested Actions paragraphs 2 and 3 of the LTTF

Resol uti on.

To all ow broad di ssemi nation of information, we wl|l
request the filing of responses to these questions, if possible,
in electronic form The responses will be posted on the
Conmi ssion's Division of Economi cs and Fi nance Wb site. W
wi |l establish procedures for responding to these questions.

The Comm ssion recogni zes that responses to questions 5 and
7 may include material, which the authors deem confidenti al.
Any portion of a paper response to questions 5 and 7 provided to
the Staff as required by the procedures we establish and deened
confidential should be promnently marked as confidential. |If
possi bl e, a conplete electronic response to questions 5 and 7,
i ncluding any materi al deemed confidential, should be provided
to the designated Staff nenbers. D stribution or access to
portions of the paper or electronic responses to questions 5 and
7 deened confidential will be restricted until the work group
agrees on confidentiality procedures. The Conmm ssion encourages
transm ssion of versions of the responses to questions 5 and 7,
which omit nmaterial deenmed confidential, to the electronic
address in ordering paragraph (9).

Wth regard to the report on the amount of stranded costs,

Request ed Actions paragraph 3 of the LTTF Resolution, the LTTF
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agai n requested that the Comm ssion first submt the report to
its Subcommttee on Stranded Costs. Accordingly, a draft
report prepared pursuant to Requested Actions paragraph 3 shal
be submtted to the Comm ssion by Septenber 30, 2003. The

Commi ssion will submt a draft of the report to the Stranded
Cost Subconmm ttee by October 15, 2003. The work group may
schedul e necessary neetings, but approximately 30 days shoul d be
allowed for drafting the report.

The Comm ssion Staff has devel oped |ists of individuals,
organi zati ons, and conpanies interested in the inplenentation of
retail conpetition. The Commi ssion will direct the Staff to
provi de copies of this Order by electronic transm ssion or, when
el ectronic transm ssion is not possible, by mail to individuals,
or gani zati ons, and conpani es on these |ists.

Accordingly, I'T IS ORDERED THAT:

(1) This matter be docketed as Case No. PUE-2003-00062 and
al | associ ated papers be filed herein.

(2) Wthin three business days of the filing of this Order
with the Cerk, the Comm ssion Staff shall mail a copy of this
O der to each nmenber of the LTTF, to its staff, and to the
Attorney Ceneral.

(3) Wthin five business days of the filing of this O der
with the derk, the Comm ssion Staff shall transmt
el ectronically or mail copies of this Oder to interested

persons and organi zations as discussed in this O der.



(4) The Comm ssion Staff shall pronptly submt a copy of
this Order for publication in the Virginia Register.

(5 On or before March 7, 2003, the Commi ssion Staff shal
file with the Clerk a certificate of the mailing required by
par agraph (2).

(6) On or before March 14, 2003, the Conm ssion Staff
shall file with the Clerk a certificate of the transm ssion or
mai |l ing required by paragraph (3) and include a list of the
nanmes and addresses of persons to whomthe Order was transmtted
or mail ed.

(7) On or before March 14, 2003, any person shall file
with the Aerk of the Comm ssion, c/o Docunent Control Center,
P.O Box 2118, Richnond, Virginia 23218-2118, a letter
expressing the intention to represent a group in this matter.
The letter shall include a conplete mailing address, voice
t el ephone nunber, facsimle tel ephone nunber (if avail able), and
el ectronic nmail address (if available). If several interested
persons are nenbers of the sane organi zati on or enpl oyees of the
sane entity, they shall designate in the letters one contact
person. Interested persons are encouraged to transmt a copy of
the letter filed with the derk, or the requested information,

to econfin@cc. state. va. us.

(8) On or before March 21, 2003, one paper copy of any
responses to the questions set out in this Oder, and, if

possi bl e, an el ectronic copy of the conplete response to



questions 5 and 7, if any portion of the response is deened
confidential, shall be mailed or delivered to the follow ng
Comm ssion Staff:
Ronald A. G bson, Director
Division of Public UWility Accounting
State Corporation Conm ssion
P. O Box 1197
Ri chnond, VA 23218-1197
Lawrence T. diver, Assistant Director
Di vi sion of Econom cs and Fi nance
State Corporation Comm ssion
P. O Box 1197
Ri chnond, VA 23218-1197
WIlliamF. Stephens, Director
Di vi sion of Energy Regul ation
State Corporation Conmm ssion
P. O Box 1197
Ri chnmond, VA 23218-1197
Wayne N. Smith
O fice of General Counse
State Corporation Conmm ssion
P. O Box 1197
Ri chnmond, VA 23218-1197
| f possible, conplete copies of responses to the questions,
i ncl udi ng spreadsheets, attachnents, and the |ike, should be
transmtted electronically to econfin@cc.state.va.us. Any
portion of the responses to questions 5 and 7 deened
confidential should be deleted fromresponses transmtted to
this el ectronic address.
(9) Until the work group reaches agreenment on access and
di ssem nation, or until otherw se ordered by the Comm ssion,

Staff menbers receiving witten and el ectronic copies of

responses to questions 5 and 7 shall treat as confidential any
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material clearly marked as confidential and shall limt access
to other Staff menbers participating in the work group

(10) The Comm ssion Staff shall post pronptly upon receipt
all materials received by electronic transm ssion to

econfi n@cc. state.va.us on the D vision of Economi cs and Fi nance

Web site, http://ww. state.va.us/scc/division/eaf/coments. htm

The Commi ssion Staff shall not be responsible for editing any
post ed docunent to renove infornmation deenmed confidenti al

(11) The Comm ssion Staff shall convene the work group on
April 1, 2003, in the Tyler Building, 1300 East Main Street,

Ri chnond, Virginia, at 9:00 AM If necessary, the Staff may
convene the neeting on the sanme date at the sane tine at a
near by-l ocation. The Staff shall nake a reasonable effort to
informinterested persons of the new | ocati on.

(12) Individuals with disabilities who require an
accommodation to participate in the work group
nmeeti ngs should contact the Comm ssion at | east seven
(7) days before the schedul ed neeting date at 1-800-

552-7945 (voice) or 1-804-371-9206 (TDD)

(13) On or before May 30, 2003, the work group shal
forward to the Conmm ssion a draft of the report called for in
Request ed Actions paragraph 2 of the LTTF Resol ution, or advise
the Comm ssion that it was unable to devel op consensus

recommendati ons so that the Conmm ssion may inplenment the
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provi sions of Requested Actions paragraph 8 of the LTTF
Resol uti on.

(14) On or before Septenber 30, 2003, the work group shal
forward to the Conm ssion a draft of the report called for in
Request ed Actions paragraph 3 of the LTTF Resol uti on adopted, or
advi se the Comm ssion that it was unable to devel op consensus
recommendati ons so that the Conmm ssion may inplenment the
provi si ons of Requested Actions paragraph 8 of the LTTF

Resol uti on.
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LEGISLATIVE TRANSITION TASK FORCE

Background

Section 56-584 of the Virginia Electric Utility Restructuring Act (the "Act") provides:

Just and reasonable net stranded costs, to the extent that they exceed zero valuein total
for the incumbent electric utility, shall be recoverable by each incumbent electric utility
provided each incumbent electric utility shall only recover its just and reasonable net
stranded costs through either capped rates as provided in § 56-582 or wires charges as
provided in 8§ 56-583.

Subdivision C, clause (iii) of 8 56-595 of the Act provides that the members of the Legidative
Transition Task Force shall:

[A]fter the commencement of customer choice, monitor, with the assistance of the
Commission, the Office of the Attorney General, incumbent electric utilities, suppliers, and
retail customers, whether the recovery of stranded costs, as provided in § 56-584, has
resulted or islikely to result in the overrecovery or underrecovery of just and reasonable net
stranded costs. . .

As customer choice has commenced in the Commonwealth, it is appropriate for the Legislative
Transition Task Force to initiate the process of monitoring whether the recovery of stranded
costs has resulted or islikely to result in the overrecovery or underrecovery of just and
reasonable net stranded costs.

Requested Actions

The Legidative Transition Task Force hereby requests the State Corporation Commission to:

1. Convene awork group, consisting of Commission staff and such persons as the Commission
deems appropriate to represent the Office of the Attorney General, incumbent electric utilities,
suppliers, and retail customers, for the purpose of developing consensus recommendations,
consistent with the provisions of the Act, regarding the issues listed in paragraphs 2 and 3. The
chairman of the Legislative Transition Task Force will designate two of its members to monitor
the progress of the work group.

2. By July 1, 2003, present to the Legislative Transition Task Force the work group's consensus
recommendations regarding:

(a) Definitions of "stranded costs" and "just and reasonable net stranded costs."

(b) A methodology to be applied in calculating each incumbent electric utility's just and
reasonable net stranded costs, amounts recovered, or to be recovered, to offset such costs,
and whether such recovery has resulted in or is likely to result in the overrecovery or
underrecovery of just and reasonable net stranded costs; and



3. By November 1, 2003, present to the Legislative Transition Task Force the work group's
consensus recommendations, devel oped using the methodology developed pursuant to paragraph
2 (b), regarding:

() The amount of each incumbent electric utility's just and reasonable net stranded costs.
(b) The amount that each incumbent electric utility has received, and is expected to receive
over the balance of the capped rate period, to offset just and reasonable net stranded costs
from capped rates and from wires charges.

4. Report to the Legidative Transition Task Force's Subcommittee on Stranded Costs, which will
be reactivated to oversee the implementation of this resolution, regarding the matters described
in paragraphs 2 and 3, which reporting shall be made prior to the submission of the reportsto the
Legidative Transition Task Force that are due by July 1, 2003, and November 1, 2003,
respectively.

5. Determine whether the work group has access to information necessary for the devel opment of
recommendations on the issues set out in paragraphs 2 and 3, and, if the work group has been
unable to obtain necessary information, give prompt written notice of the issue to the chairman
of Legislative Transition Task Force, with a copy to its staff.

6. Take all reasonable and appropriate actions to ensure that State Corporation Commission staff
and other work group participants do not make unauthorized disclosures of information
regarding incumbent utilities' stranded costs and amounts received to offset stranded coststhat is
provided in confidence to the work group.

7. Request that the Commission staff and persons who are invited to participate in the work
group act in good faith to devel op consensus recommendations on the issues set out in
paragraphs 2 and 3.

8. If the work group members are not able to devel op consensus recommendations regarding the
issues set out in paragraphs 2 and 3, include in its reports to the Legislative Task Force and the
Subcommittee on Stranded Costs, as appropriate, (i) the recommendations of the Commission
staff and other members of the work group regarding the issues and (ii) an analysis by
Commission staff of such recommendations.

9. Include in itsreports to the Legislative Transition Task Force any recommendations for
legidlative or administrative action that the Commission, the work group, or both, determine to
be appropriate in order to address any overrecovery or underrecovery of just and reasonable net
stranded costs.

Adopted by the Legidative Transition Task Force on , 2003.
A true copy:
Title:




